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§242.51

proceeds are used, the mortgagee shall
retain under terms approved by HUD,
rather than disburse at the initial clos-
ing of the mortgage, a sufficient por-
tion of the mortgage proceeds allo-
cated to land in the project analysis.
As additional assurance, HUD may also
require a surety company bond or
bonds.

[72 FR 67546, Nov. 28, 2007, as amended at 73
FR 35923, June 25, 2008]

§242.51 Funds and finances: Insured
advances and assurance of comple-
tion.

(a) Where the estimated cost of con-
struction or substantial rehabilitation
is more than $500,000, the mortgagor
shall furnish assurance of completion
in the form of corporate surety bonds
for payment and performance, each in
the minimum amount of 100 percent of
the construction contract (or Guaran-
teed Maximum Price, in the case of
construction management) and each
satisfactory to HUD.

(b) All types of assurance of comple-
tion shall be on forms approved by
HUD. All surety companies executing a
bond and all parties executing a per-
sonal indemnity agreement must be
satisfactory to HUD.

(c) A mortgagee may prescribe more
stringent requirements for assurance of
completion than the minimum require-
ments provided for in this section.

§242.52 Construction contracts.

(a) Awarding of contract. A contract
for the construction or substantial re-
habilitation of a hospital shall be en-
tered into by a mortgagor, with a
builder selected by a competitive bid-
ding procedure acceptable to HUD.

(b) Form of contract. The construction
contract shall be: A lump sum form
providing for payment of a specified
amount; a construction management
contract with a guaranteed maximum
price, the final costs of which are sub-
ject to a certification acceptable to
HUD; a design-build contract with
terms and certification requirements
acceptable to HUD; or such other form
of contract as may be acceptable to
HUD.

(c) Competitive bidding. A competitive
bidding procedure acceptable to HUD
must be used in the selection of bidders
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to perform work or otherwise provide
service to the project, the costs of
which are included in any form of con-
struction contract cited in paragraph
(b) of this section. Fixed equipment not
included in the construction contract,
and movable equipment, may be pur-
chased by securing quotations or by
using competitive bidding procedures.

[72 FR 67546, Nov. 28, 2007, as amended at 73
FR 35923, June 25, 2008]

§242.53 Excluded contractors.

(a) Contracts relating to the con-
struction of the project shall not be
made with any person or entity that
has been excluded from participation
in federal programs, including but not
limited to: A general contractor, a sub-
contractor, or construction manager
(or any firm, corporation, partnership,
or association in which such con-
tractor, subcontractor, or construction
manager has a substantial interest).
Before entering into contracts with
any such person or entity, owners must
consult the government-wide list of ex-
cluded parties, and any list of excluded
parties maintained by HUD.

(b) Contracts relating to the con-
struction of the project shall not be
made with a general contractor that
has an identity of interest, as defined
by HUD, with the mortgagor or mort-
gagee.

(c) If HUD determines that a contract
has been made contrary to the require-
ments of paragraphs (a) or (b) of this
section and so notifies the mortgagee,
HUD will require the contractor or
construction manager to cost-certify
and may require other remedial action
in addition to taking enforcement ac-
tion, as HUD deems appropriate.

Subpart F—Nondiscrimination and
Wage Rates

§242.54 Nondiscrimination.

Hospital facilities financed with
mortgages insured under this part
must be made available without dis-
crimination as to race, color, religion,
sex, age, disability, or national origin.
Hospitals must be operated in compli-
ance with all applicable civil rights
laws and regulations, including 24 CFR
part 200, subpart J (Equal Employment
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